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FINAONCIA! NIQNIGNTS 


for the year ended December 31, 1971 


| _ 


Results 


Net sales 

Earnings before taxes 

Net earnings 

Net earnings % of sales 

Earnings per share — weighted average 
Common shares outstanding — weighted average 
Earnings per share — fully diluted 


Average number of common shares outstanding — 
fully diluted 


Year-End Position 

Cash and/or equivalents 
Working capital 

Working capital ratio 

Net worth (shareholders’ equity) 
Common shares outstanding 


1971 


$6,484,415 


$ 682,037 
$ 347,622 
5.4 

$ 0.32 
1,097,371 
$ 0.28 


1,249,871 


$1,059,022 
$1,868,932 
2.3 to 1 
$2,526,060 
1,143,343 


1970 


$5,733,907 i 


$ 576,665 
$ 284,133 *~ 
5.0 
$  032~ 
887,510 | 
$ 0.27 Vv 


1,040,010 ,-~ 


$ 779,495 
$1,502,740 
2.0 10" 
$1,635,939 
887,510 


report Co snarenciasrs 


We are pleased to present the second 
Annual Report of Berncam Inter- 
national Industries Limited, and to 
reflect on the operations and financial 
results of its subsidiaries, Highland 
Knitting Mills Inc., Kay Silver Inc., 
Margo Dress (Canada) Limited and 
Sequel I, Inc. 


For comparative purposes, the 
figures for 1970 have been restated 

to reflect the two acquisitions com- 
pleted on a pooling of interests basis 
in 1971, namely, Kay Silver and Margo 
Dress. Sales for 1971 increased 13% 
to $6,484,415, as compared to 
$5,733,907 in 1970. Net Profits in 

1971 were $347,622, an increase of 
23% from $284,133 in 1971. Earnings 
were $0.32 per share in both 1971 

and 1970, but are based on a different 
number of average shares outstand- 
ing in each year — 1,097,371 shares 

in 1971 and 887,510 shares in 1970. 


Highland Knitting Mills Inc. 
This subsidiary is a leading manu- 
facturer of men’s fashion knitwear, 
primarily sweaters and shirts, 
marketed under the ‘‘Kambern”’ label. 


A new line introduced during the year 
took advantage of the popular trend 
in knitted, short-sleeved T-shirts. 
Marketed under the ‘‘Rage”’ label, 
this product made a good impact on 
sales and is expected to achieve 
increased results in 1972. 


Orders on hand for ‘“‘Kambern”, 
‘Rage’, and an exclusive selection 


of imported knitwear are currently 
well ahead of last year. We are antici- 
pating a substantial increase in 
Highland’s sales and profits in 1972. 


Kay Silver Inc. 

In March 1971, Berncam acquired 
Kay Silver Inc., a long-established 
leader in the Canadian apparel 
industry, specialising in the manufac- 
ture of better blouses, dresses and 
sportswear. Since the acquisition of 
Kay Silver, anumber of significant 
changes have taken place in its 
operations, the most important of 
which was its relocation to new and 
larger premises. 


The new fully-equipped plant, located 
in Montreal, contains 65,000 square 
feet of cutting, sewing and ancillary 
space, thereby doubling its former 
size. In addition to efficiencies of 
inventory control, cutting procedures 
and improved flow patterns, ‘‘sec- 
tionalised”’ labour utilization has been 
added whereby employees are 
trained in specific operations which 
they perform exclusively on all gar- 
ments. Such a production system 
provides all the benefits of better 
quality control, more experienced 
operators, higher productivity and a 
lower rate of employee turnover. 


‘Kay Silver’ blouses have been 
fashion leaders in Canada for over 25 
years. The design excellence, for 
which Kay Silver is noted ,jhas been 
successfully mated with the Com- 


pany’s new products, ‘‘Marissa’’ and 
““Stungee’’ dresses, skirts and 
loungewear. 


A newly-introduced line of ski-wear 
and aprés-ski wear, carrying the 
“Val Hughes’”’ label, -has met with 
very favourable acceptance in its 
initial presentation to the market. 


This year, Kay Silver plans to add the 
production of Canadian-made sports- 
wear patterned after the designs of 
our U.S. subsidiary, Sequel |. We are 
currently forecasting a 25% growth 

in sales and a higher increase in 
profits for this year in this subsidiary. 


Margo Dress (Canada) 
Limited 

In mid-1971, the acquisition was 
finalised of Margo Dress, a well- 
known ladies’ garment manufacturer. 
The ‘‘Margo”’ label can be found on 
dresses, ensembles and gowns in 
better department stores and shops 
across Canada. Shortly after it was 
acquired, this subsidiary relocated 
its offices and manufacturing facilities 
to the same building as is occupied 
by Kay Silver, providing Margo with 
15,000 square feet of space, double 
its former size. 


Margo Dress is an example of an 
efficient and profitable apparel 
operation with young management 
that will benefit through its asso- 
ciation with Berncam. As an example, 
Sequel |’s sales organisation is now 
representing Margo’s Fall collection. 


Margo is now in a favourable position 
to increase its volume in Canada and 
to make an initial impact in the United 
States. Entry into the U.S. market and 
expansion of production capacity 
should enable Margo to increase 
sales and profits dramatically in 1972 
by at least 30% from 1971 levels. 


Sequel I, Inc. 

In September 1971, the Company 
incorporated a holding company in 
the United States, Berncam Indus- 
tries (U.S.) Inc., which organised its 
first subsidiary, Sequel |, Inc., based 
in New York City. Sequel I, 80% 
owned by Berncam and 20% owned 
by its management, began opera- 
tions late last year by designing its 
first line of women’s better sports- 
wear for showing in January, 1972. 


Sales to date have far exceeded 
initial projections, and it now appears 
that sales for 1972 will range between 
$3.5 and $4 million. Their expertise 

in manufacturing and in creative 
design — headed by former Coty 
fashion design winner Bill Smith — 
assures the growth of Sequel | at an 
accelerated rate. 


Outlook 


Although 1971 was a year of expan- 
sion through the addition of several 
companies, Berncam is still actively 
seeking acquisitions and is ina 
financial position to make this 
possible. Working capital is strong, 


BORAGE Maree at sa 


and it is not contemplated that any 
additional capital funds will be 
necessary to achieve our Current 
growth objectives. As at year end, 
Berncam had net current assets of 
$1,868,932, of which approximately 
$1.06 million was in cash and equi- 
valents. In addition, the Company had 
no long-term debt. 


Business since the beginning of the 
year continues to be excellent. Sales 
for the Summer line were substantially 
ahead of last year’s figures. Increases 
in volume from all subsidiaries, 
complemented by excellent projected 
results from the new Sequel | division, 
the introduction of the ‘‘Val Hughes” 
ski-wear line in the United States, the 
duplication of Sequel I's sportswear 
line in Canada, and the market 
expansion of Margo Dress through 
utilisation of Sequel |’s sales organi- 
sation, Indicate that 1972 should bea 
very profitable year for Berncam. 


Our formula for corporate growth in 
the fashion industry is two-fold: to 
provide a management team of 
experienced and successful opera- 
tors, and, at the same time, to 
maintain the independent and innova- 
tive approach that has made each 
operating subsidiary a success in its 
own right. This formula enables our 
subsidiaries to grow ata more rapid 
rate, aided by overall financial and 
corporate management. 


The Company continues to be very 
pleased with its progress and 


development and approaches the 
future with confidence for continued 
success. We wish to take this oppor- 
tunity to thank all our employees for 
their dedicated efforts, and our 
stockholders for their continued 
encouragement and support. 


On behalf of the 
Board of Directors 


Cecil Kott 


May 31, 1972 President 


OOonsolidated balance sheet 
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(With comparative figures as at December 31, 1970) 


CGSSCUS 


Current: 
Cash 
Certificates of deposits 


Government of Canada bonds — at cost 
(which approximates market value) 


Accounts receivable 
Inventories (Note 2) 
Prepaid expenses and deposits 


Total current assets 


Investment and advances (Note 3) 


Fixed: 

Machinery and equipment 
Furniture and fixtures 
Leasehold improvements 
Rolling stock 


At cost 
Accumulated depreciation and amortization 


Other: 


Unamortized organization expenses and 
costs of public financing 


Deferred charges — set up expenses (Note 4) 


Approved on behalf of the Board: 
CECIL KOTT, Director 
RICHARD |. KAUFMAN, Director 


1971 


$ 139,022 
520,000 


400,000 
1,497,641 
656,817 
41,693 


3,255,173 


40,691 


654,596 
108,817 
234,500 

44,026 


1,041,939 


575,041 


466,898 


42,450 
133,597 


176,047 
$3,938,809 


1970 


$ 99,495 
680,000 


1,216);728 
509,999 
24,545 


2,930,767 


30,691 


578,647 
24,116 
47,390 
35,204 


685,357 


564,635 


120; f22 


16,786 


16,786 
$2,698,966 


DErPncaM INCEPNATIONAl INAUSTNES limited 
QNd SUDSICIANES 


(Incorporated under the laws of Canada) 


lOOINTIES 


1971 1970 
Current: Gasman ciaies | ¢odetes 
Bank indebtedness (Note 5) $ 448,505 $ 168,944 
Accounts payable and sundry liabilities 846,013 699 DIS 
Income taxes payable 91,723 159,490 
Total current liabilities 1,386,241 1,028,027 
Loans payable — director —_ 35,000 
Deferred income taxes (Note 6) 16,508 — 
Minority interest in subsidiary company 10,000 — 
Capital stock 
Common shares without nominal or par value 
Authorized 2,500,000 shares 
Issued and fully paid 1,143,343 shares 
(1970 — 887,510 shares) (Noie 7) 1,008,509 466,010 
Retained earnings 1,517,551 1,169,929 
Total shareholders’ equity 2,526,060 1,635,939 


$3,938,809 


$2,698,966 


(See accompanying notes to financial statements) 


Consolidated statement oF camings 


for the year ended December 31, 1971 
(With comparative figures for 1970) 


Sales 
Cost of goods sold and operating expenses 
exclusive of items shown below 


Income from investments 


Depreciation and amortization 
Amortization of organization expenses 
and costs of public financing 


Earnings before income taxes 


Provision for income taxes: (Note 6) 
Current 
Deferred 


Net earnings 


Earnings per share: 
Weighted average 
Fully diluted 


The number of shares used in the determination of 


earnings per share is as follows: © 
Weighted average 
Fully diluted 


1971 


$6,484,415 


5,806,184 


678,231 
51,353 


729,584 
38,510 


9,037 


47,547 
682,037 


317,907 
16,508 


334,415 
$ 347,622 


$0.32 
$0.28 


1,097,371 
1,249,871 


1970 


$5,733,907 


5,158,104 


575,803 


37,971 


613,774 
Sei 


4,197 


37,109 
576,665 


292,932 


292,532 
$ 284,133 


$0.32 
$0.27 > 


887,510 
1,040,010 


(See accompanying notes to the financial statements) 


OCONSCIIAQUEA STATEMENT OF 
TIC CIMSIC! SC MNgels 


for the year ended December 31, 1971 
(With comparative figures for 1970) 


Retained earnings — beginning of year 
As previously reported 
Transactions related to pooling of interests: 
Retained earnings of subsidiaries acquired 
As restated 
Net earnings for the year 


Retained earnings — end of year 


1971 toyo 
$ 792,292 $ 548,936 
377,637 336,860 
1,169,929 885,796 
347,622 284,133 
$1,517,551 $1,169,929 


(See accompanying notes to the financial statements) 


consolidated statement oF 
Changes in Financial COsItion 


for the year ended December 31, 1971 
(With comparative figures for 1970) 


Sources of working capital: 

Net earnings for the year 

Charges not requiring an outlay of funds 
Depreciation and amortization 


Amortization of organization expenses and costs of public 


financing 
Deferred income taxes 


Working capital provided by operations 
Proceeds from disposal of fixed assets 
Capital stock issued for cash 

Working capital of subsidiaries acquired 
Minority interest in subsidiary company 


Uses of working capital: 


Additions to fixed assets 
Less: Government grant 


Deferred charges — set up expenses 

Organization expenses and costs of public financing 
Investment and advances 

Repayment of loan payable 


Increase in working capital 


The above increase in working capital 
is accounted for as follows: 


Increase (decrease) in current assets — 
Cash 
Certificates of deposits 
Government of Canada bonds 
Accounts receivable 
Inventories 
Special refundable tax 
Prepaid expenses and deposits 


Increase (decrease) in current liabilities — 
Bank indebtedness 
Accounts payable and sundry liabilities 
Income taxes payable 


Increase in working capital 
Working capital — beginning of year 


Working capital — end of year 


1971 


$347,622 
38,510 


9,037 
16,508 


411,677 
10,042 
542,499 


10,000 
974,218 


438,161 
(43,370) 


394,791 
133,534 
34,701 
10,000 
35,000 


608,026 
$366,192 


$ . 39,527 
(160,000) 
400,000 
280,913 
146,818 


17,148 


724,406 


279,561 
146,420 
(67,767) 


358,214 
366,192 


1,502,740 


$1,868,932 


1970 


$284,133 
32,912 
4,197 


321,242 
2,942 

5 
347,737 


671,926 


209ce 


29,928 
2,100 
30,691 


62,719 
$609,207 


$ (72,071) 
430,000 
595,102 
375,316 

(4,726) 
17,079 


1,340,700 


168,944 
529,970 
32,0/9 


731,493 
609,207 


893,533 


$1,502,740 


(See accompanying notes to the financial statements) 


NOUS WD Consolidated 
FINANCIAl SCACEMENtTs 


for the year ended December 31, 1971 


1. Principles of consolidation: 


The consolidated financial statements 
which have been prepared in 
accordance with generally accepted 
accounting principles and according 
to accounting standards for business 
combinations acceptable in Canada, 
include the accounts of the following 
subsidiaries which are wholly owned 
Canadian companies except as 
noted: 


Highland Knitting Mills Inc. 

Kay Silver Inc. 

Margo Dress (Canada) Ltd. 
Berkam Investments Ltd. 

Berncam Industries (U.S.), Inc. 
Sequel I, Inc. (U.S. —-80% owned by 
Berncam Industries (U.S.), Inc.) 


The following transactions took place 
during the year: 


(a) The outstanding shares of Kay 
Silver Inc. were acquired and 
operating results have been 
consolidated for the fiscal year ended 
December 31, 1971 ona pooling of 
interests basis. 


(b) The outstanding shares of Margo 
Dress (Canada) Ltd. were acquired 
and operating results have been 
consolidated for the fiscal year ended 
December 31, 1971 ona pooling of 
interests basis. 


(c) Berncam Industries (U.S.), Inc. 
was incorporated as a wholly owned 


subsidiary of Berncam International 
Industries Limited and operating 
results have been consolidated from 
the date of inception. 


(d) Sequel I, Inc. was incorporated 
as a wholly owned subsidiary of 
Berncam Industries (U.S.), Inc. 
Subsequently, Berncam Industries 
(U.S.), Inc. sold 20% of the 
outstanding shares to executive 
employees of Sequel I, Inc. 


Assets and liabilities of the company 
and its subsidiaries are located in 
Canada and the United States. All 
transactions have been reflected at 
the value existing at the time of the 
transactions since the United States 
subsidiary was formed in 1971 and 
the exchange fluctuations were 
immaterial at that date. 


All significant intercompany 
transactions have been eliminated. 


For comparative purposes, the 
results of the operations of the 
company have been restated to reflect 
the acquisitions of Margo Dress 
(Canada) Ltd. and Kay Silver Inc. 
Since these transactions have been 
reflected in the accompanying 
financial statements on a pooling of 
interests basis, retroactive effect has 
been given to these transactions, 

so that the financial statements for 
1970 and 1971 are comparable. 


NOES TO CONSOlIAQUeA 
FINANCIA! STATEMENTS 


for the year ended December 31, 1971 


(continued) 


2. Inventories: 

Inventories are valued at the lower 
of cost (first in — first out) or net 
realizable value and consist of the 
following: 


Dec. 31, Dec. 31, 

1971 1970 
Raw materials $371,532 $336,588 
Work in process 83,840 15.423 
Finished goods 201,445 97,988 


Total $656,817 $509,999 


3. Investment and advances: 
Investment in and advances consist 
of the following: 

150 common shares of no 
par value in Transmarin 
Finanz A.G. of Zurich, 
Switzerland — at cost 
Advance to Trans Canada 
Distilleries Ltd. — at 
estimated realizable value 691 
Notes receivable — other 10,000 


$ 40,691 


$ 30,000 


4. Deferred charges —set up 
expenses: 


As a subsidiary company’s activities 
to December 31, 1971 were of a 
Start-up nature and no sales were 
made during that period, all expenses 
incurred have been deferred and are 
included in the balance sheet as a 
deferred charge. The subsidiary 
company intends to amortize these 
expenses ratably over a period not to 
exceed three years beginning in 
January 1972, at which time the 
company commenced operations. 


For income tax purposes, the start-up 
expenses have been written off. This 
results in a taxable loss carry forward 
expiring December 31, 1976 of 
$134,805. 


5. Bank indebtedness: 

The bank indebtedness is secured by 
the book debts of certain subsidiary 
companies. 


6. Deferred income taxes: 
The company and its subsidiaries 
have adopted the policy of deferring 
to future periods the income tax 
effects resulting from timing 
differences between financial 
statement pretax income and taxable 
income. These differences result 
from claiming for tax purposes 
depreciation at maximum rates 
allowed. 


7. Capital stock: 


Shares Amount 


(a) Issued and fully paid: 

Balance — December 31, 1970 

As previously 

reported 612,510 $ 440,010 
Transactions related to 

pooling of interests: 

Shares issued to acquire 

subsidiary companies 


275,000 26,000 
As restated 887,510 466,010 
Shares issued 
for cash 255,833 542,499 
Balance — 


Dec. 31,1971 1,143,343 $1,008,509 


NOUSS TO CONSOCIICATEC 
FINANCIA] STQUSMENTS 


for the year ended December 31, 1971 (continued) 


(b) Reserved for issuance: 

152,500 shares for possible future 
issuance pursuant to contingencies 
contained in certain acquisition 
agreements. 


30,000 shares to be issued upon 
exercise of options granted under the 
company’s stock option plan. 


8. Stock option plans for key 
employees: 


As at December 31, 1971. options for 
30,000 common shares at $3.00 per 
share remain to be exercised in 
varying amounts to April 30, 1973. 
During the year 5,833 options were 
exercised at $3 per share and 1,667 
options were cancelled. 


9. Changes in accounting 
method: 


Effective January 1, 1971, the 
company and its subsidiaries 
changed the method of computing 
depreciation for accounting purposes 
on newly acquired assets only, from 
the maximum rates allowable under 
the Canadian Income Tax regulations 
to the straight line method. The net 
effect of these changes was to 
increase net earnings by $15,017. 


10. Remuneration of officers 
and directors: 


Parent Subsidiary 
Number company companies 
Directors 5 ©) 
Officers 4 6 
Officers also 
Directors 4 5 


Remuneration 
As Directors — — 
As Officers $26,500 $100,245 


Total $26,500 $100,245 


Total remuneration $126,745 


11. Commitments: 

(a) Leases: 

The company and its subsidiaries 
lease office and manufacturing 
facilities under various leases 
maturing between 1973 and 1981. 
Annual rentals under these lease 
agreements aggregate approximately 
$182,000. 

(b) Employment contracts: 

Several subsidiary companies have 
entered into employment contracts 
with certain officers and key 
employees, expiring between 1973 
and 1976. The minimum amounts 
payable amount to approximately 
$200,000 per annum. 


12. Pension costs: 

Effective March 1, 1971, a subsidiary 
company instituted a contributory 
group pension plan for qualifying 
employees. The charge against 
earnings for this pension plan was 
$3,295 for the current fiscal year. 


Quaditors repoort 


To the Shareholders of 

Berncam International Industries 
Limited 

We have examined the consolidated 
balance sheet of Berncam 
International Industries Limited and 
its subsidiaries as at December 31, 
1971 and the consolidated statements 
of retained earnings, earnings and 
changes in financial position for the 
year then ended. For Berncam 
International Industries Limited and 
those subsidiaries of which we are 
the auditors, our examination 
included a general review of the 
accounting procedures and such 
tests of accounting records and other 
supporting evidence as we 
considered necessary in the 
circumstances. With respect to the 
subsidiary of which we are not the 
auditors, we have carried out such 
enquiries and examinations as we 
considered necessary in order to 


accept for purposes of consolidation 
the report of the other auditors. 


In our opinion, these consolidated 
financial statements present fairly the 
financial position of the companies 
as at December 31, 1971 and the 
results of their operations and the 
changes in financial position for the 
year then ended, in accordance 
with generally accepted accounting 
principles applied on a basis 
consistent with that of the preceding 
year, except for the changes, which 
we approve, in the method of 
accounting for depreciation 
described in Note 9 and in the 
method of accounting for deferred 
income taxes described in Note 6. 


FULLER JENKS LANDAU 
Chartered Accountants 


Montreal, Quebec 
February 15, 1972. 
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